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ANNUAL REPORT 1978 


INSMOR HOLDINGS LIMITED 


RESULTS IN BRIEF 


Year ended December 31 


FINANCIAL 
Net premiums written 
Premiums earned 
Operating expenditure 
Income from investments 
Profit before income taxes and gain on 
sale of shares 
Net income for the year 
Unearned premiums 
Total assets 
Shareholders’ equity 
INSURANCE COMMITMENTS ISSUED DURING YEAR 
Number 
Amount 
Average loan amount 


CERTIFICATES COMMENCING EFFECTIVE IN THE YEAR 
Number 
Amount 
Average loan amount 
OUTSTANDING COMMITMENTS 
Number 
Amount 
Premium potential 
Average loan amount 
CERTIFICATES IN FORCE 
Number 
Amount 
Average loan amount 
INSURED LOANS REPORTED THREE OR 
MORE MONTHS IN ARREARS 
Number 
Delinquency rate (%) 
CLAIMS PAID AND INCURRED 
Net claims expense during the year 
Provision for claims at end of year 


1978 


$ 12,923,170 
5,566,827 
753,105 
7,275,062 


4,927,608 
4,160,431 
37,344,086 
108,683,633 
62,931,560 


30,885 
1,425,430,000 
46,150 


28,408 
$1,247,756,000 
$ 43,923 


10,906 
$ 564,577,000 
$ 6,000,000 


$ 51,768 
125,892 
$4,674,950,000 
$ 37,135 
825 

-66 


$ 6,925,106 
$ 4,347,835 


1977 


$ 10,088,824 
3,833,015 
716,719 
5,798,550 


6,190,213 
3,673,134 
30,041,962 
78,312,517 
43,696,971 


28,807 
1,201,516,000 
41,709 


24,431 
$ 960,992,000 
$ 39,335 


10,094 
$ 465,927,000 
$ 5,000,000 
$ 46,159 


102,449 
$3,551,553,000 
$ 34,667 


739 
we 


$ 2,595,422 
$ 2,544,215 


% 
Change 


PRESIDENT’S REPORT 


The Company began the year with two operating 
subsidiaries but it soon became apparent that a 
merging of the two would be desirable. As a 
result, Insmor Mortgage Insurance Company 
and The Sovereign Mortgage Insurance 
Company were amalgamated under the Canadian 
and British Insurance Companies Act on June 
1st, 1978, with the new company being known as 
Insmor Mortgage Insurance Company. In order 
to achieve the full benefits of merging, the 
systems and procedures of the two companies 
were integrated with the objective of increasing 
efficiency and thereby providing policyholders 
with the best possible service. 


During 1978 the Head Office of the company was 
moved to new premises in the Toronto Dominion 
Centre and new branch offices were opened in 
Regina, Moncton, and Quebec City enabling 
Insmor to better service its mortgage insurance 
policyholders from twelve branch offices across 
the country. 


Net income for the year amounted to $4,160,431, 
an increase of 13.3% over 1977, despite the 
significant increase in claims expense. This 
increase was due in part to the realization of 
capital gains amounting to $821,069 and by 


earning more premiums from policy terminations 


than in previous years. In order to provide capital 


to the insurance subsidiary to enable it to increase 
insurance in force by approximately $1.2 billion, 
two preferred share issues totalling $18 million 
were privately placed. The increase in unearned 
premiums, shareholders’ capital, and retained 
earnings brought the total assets of the company 
to over $100 million. 


A major problem in 1978 was the unexpectedly 
high level of claims. The benefit to the company of 
the increase in knowledge and experience 
acquired in this area by our branch staffs during 
the year will be felt in 1979. The heavy claims 
expense experienced in 1978 was due mainly to 
adverse economic conditions. 


We anticipate that 1979 will be another year of 
economic uncertainties and that the supply of 
mortgage funds will continue to exceed demand. 
It is to be anticipated that marginal and unusual 
mortgage loans will increasingly be offered to 
mortgage officers under pressure to place funds, 
and that the mortgage insurance industry will have 
to play a careful role in controlling its exposure in 
these cases. The industry must also cope with 
increased competition from the federal 
government’s Central Mortgage and Housing 
Corporation, which has recently announced 
higher loan limits and loan-to-value ratios and its 
intention to compete actively for insurance of 
mortgages. 


It is with great regret that | record the untimely 
death of Mr. Robert Jussaume, a director of the 
company. During the year, Mr. Hugh Tait, Mr. 
Ewart Wickens and Mr. Pascal Laquerre resigned 
their Directorships and subsequent to the year- 
end, Mr. Charles Laidley also resigned his seat on 
the Board. Messrs. Maurice Myrand, James 
Donahoe, Alan Purdy, Denis Mathieu and George 
Dixon were elected to fill vacancies on the Board 
of Directors. 


We are fortunate in having an able and dedicated 
staff, whose loyalty and support have always been 
our most valued asset. At no time are they more 
appreciated than during periods such as the past 
year when the merging of two corporate entities 
was accomplished with a maximum of goodwill 
and cooperation. To all these employees | extend 
my warm appreciation. } 


waits 
Deomondh Se 


Desmond R. Smith 
President & Chief Executive Officer 


1978 IN REVIEW — 


INSMOR MORTGAGE INSURANCE COMPANY 


an 


COMMITMENTS ISSUED 


During 1978 Insmor issued 30,885 commitments to 
insure for a total insured amount of $1,425,430,000, an 
average amount of $46,150 per loan. In terms of 
numbers of commitments issued, this represented a 
7.2°% increase over 1977 (28,807). 


Of these commitments to insure 28,439 (92.1%) 
involved mortgage loans on single family homeowner 
units, excluding condominiums, for an average loan 
amount of $45,260. In addition, there were 562 
commitments on condominium units (1.8%), for an 
average loan amount of $55,082; 1,593 commitments on 
residential rental units up to and including 
quadruplexes (5.2%) for an average loan amount of 
$42,300; and 249 commitments (0.8%) on multiple 
residential mortgage loans involving 5 or more units, for 
an average loan amount of $122,300. The balance of 42 
commitments (0.1%) were issued to cover industrial 
and commercial mortgage loans and these loans 
averaged $225,550. 


The geographical distribution of commitments issued in 
1978 is shown on the map under “INSURANCE IN 
FORCE, 


COMMITMENTS OUTSTANDING 


Commitments issued and outstanding at year-end 
totalled 10,906, of which 90.7% were on single family 
homeowner loans and 5.4% were on condominiums. 
The dollar amount of total outstanding commitments 
was $564,577,000 representing potential premiums to be 
written in 1979 of approximately $6,000,000. 


PREMIUMS WRITTEN 


Total premiums written on the 28,408 certificates issued 
in 1978 amounted to $12,923,170, an increase of 28.1% 
over 1977 ($10,088,824), based on a total dollar amount 
of mortgage loans insured of $1,247,756,000, an increase 
of 29.8% over 1977 ($960,992,000). 


PREMIUMS EARNED 


Premiums earned in 1978 rose to $5,566,827, an increase 
of 45% over 1977. The one-time front end premium 
received by Insmor upon issuance of the Certificate of 
Insurance is deferred and earned on a systematic basis 
over the life of a certificate (according to the schedule 
drawn up by the Department of Insurance, Canada), so 
as to properly match revenue with the anticipated 
incidence of claims. The revenue section of Insmor’s 
consolidated statement of income breaks out its 
earnings from premiums as they relate to: 


(a) current year’s certificates; 
- relates to premiums earned on certificates issued 
during the year. 

(b) prior years’ certificates; 
- as existing certificates on Insmor’s books age, 
premiums earned from prior years will represent an 
ever-increasing share of earned premiums. 


(c) terminated certificates; 
- certificate terminations have considerable impact 
on revenues and 6,530 certificates were terminated 
in 1978 as a result of reports received during the 
year, representing the equivalent of approximately 
23% of the new certificates written in 1978. 
Consequently, the balances of unearned premiums 
with respect to these certificates were taken into 
income, the amount being $1,542,828, almost 
double the amount from this source in 1977. 
-generally speaking, early terminations, other than 
for reasons of default, are a normal function of the 
aging of mortgage loans, movements of population, 
sales and refinancings, and usually occur between 
the third and seventh years of the certificate term. 
The significant increase in income from terminations 
in 1978 reflects the high volume of terminated 


certificates reported by policyholders during that 
year and may not necessarily be indicative of the 
level of terminations to be expected in the future. 


INSURANCE IN FORCE 


The dollar amount of insurance in force at year-end 
1978 increased by 31.6% over 1977 to $4,674,950,000 
represented by 125,892 certificates in force of which 
90.1% (87.8% of the dollar amount) were with respect 
to single family homeowner loans, excluding 
condominiums. The geographical distribution of 
insurance in force, by dollars at risk, is shown on the 
map below. 


REPORTED DELINQUENCIES 


Although the delinquency rate (defined as the 
percentage that the number of reported delinquencies 
is of the number of certificates in force) rose at mid- 
year to almost .90% (9/10 of 1%), up from .72% at 
December 31st, 1977, a down-trend commenced in 
September resulting in a year-end 1978 delinquency 
rate of .66°%. There were 825 reported delinquencies at 
the end of 1978 compared to 739 at the end of 1977. We 
do not believe that these figures indicate a continuing 
down-trend. Furthermore, Insmor’s experience over 
the past two years indicates that a greater percentage of 
reported delinquent loans became serious defaults and, 
in addition, the average loss suffered on defaulted 
mortgages has been increasing. 
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COMMITMENTS ISSUED (%) 
CERTIFICATES IN FORCE (%) 
CLAIMS EXPENSE (%) 


CLAIMS EXPENSE 


The total claims expense for the year was $6,925,106 
compared to $2,595,422 for 1977. The breakdown of this 
claims expense is set out in the notes to the financial 
statements. As the notes indicate, the total claims 
expense includes actual and estimated losses on 
claims arising and paid in 1978, additional estimated 
losses on claims paid prior to 1978 arising from 
additional carrying costs incurred during the current 
year and, in some cases, from reductions in estimated 
market values and the company’s year-end provision 
for losses. This provision, which is based on loans 
reported in arrears and on several loans which were 
not reported delinquent but which, on the basis of 
information available to management, represented 
serious claims potential, amounted to $4,347,835. The 
map under “INSURANCE IN FORCE” indicates the 
geographical distribution of the claims expense. 


CLAIMS LOSSES 


During 1978 Insmor paid 542 claims to its insured 
lenders, more than triple the 160 claims paid in 1977. 
These claims related to mortgage loans on residential 
properties, 405 (75%) of which were on single family 
homeowner units excluding condominiums. Ninety- 
two claims were paid on condominium units, 17% of 
the number of claims paid. The remaining 8% related to 
small multi-residential units and to one claim on a small 
commercial property. 

With the exception of instances where Power of Sale 
proceedings are taken, Insmor acquires the property 
upon payment of the claim. In the case of Power of Sale 
actions the property is normally sold directly to a third 
party and consequently the title to the property is not 
acquired by Insmor. In both cases, however, Insmor’s 
actual loss is determined following sale. 


ANALYSIS OF CLAIMS PAID 
The 542 claims paid in 1978 can be analyzed as follows: 


Cash payments on 240 net claims 
settled where the property was not 
acquired 

Cash payments on 302 claims settled 
where the property was acquired 


$ 1,761,843 


12,463,476 


Total cash payments 14,225,319 


Less: cash received or 
receivable on the 
sale of 179 
properties 
estimated reali- 
zation of 123 pro- 
perties for sale 


$5,830,740 


3,495,638 9,326,378 


Actual and estimated losses on claims 
paid in 1978 $4,898,941 


PROPERTIES HELD 


During 1978 the company continually acquired and sold 
residential properties as a result of claims paid. The 
balance of 137 properties, including 14 acquired prior 
to 1978, still for sale at year-end had an estimated net 
realizable value after all expenses of $4,023,109. 


INVESTMENTS AT DECEMBER 31 
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Cashand Money 


Deposits 


INVESTMENTS 


During the year, the investment portfolio increased 

by 35.9% to $100,406,998. This increase was due to 
injections of new capital totalling $18,000,000, together 
with $8,511,974 from operations after the payment of 
dividends. 

Short-term investments were unusually high because 
capital of $10,000,000 was received just prior to the year- 
end and not invested in long-term securities. In 
addition, $6,587,744 was required for the purchase of 
NHA-insured mortgages subsequent to the year-end. 


Investment income increased by 25.5% to $7,275,062 
compared to $5,798,550 in 1977, with increased 
emphasis being placed on dividend income which in 
turn increased by 47.5% to $1,836,194 during the year. 
Pre-tax investment income as a percentage of average 
investments during the year was 9.02%. Capital gains on 
the sale of shares amounted to $821,069 in 1978. 


The carrying cost of the company’s securities at 


Bonds 
Bank Term Market and 


Preferred Common Mortgages 
Shares Shares 


Securities Debentures 


December 31, 1978 exceeded their market value by 
approximately $1,266,000. 


The company’s investment policy is reviewed regularly 
by the Board of Directors. Maintenance of capital, 
liquidity and reasonable return are the principles of the 
present policy. It is also the company’s policy to invest 
its resources geographically in approximately the same 
proportions as its insurance in force. 


A more detailed explanation of the company’s financial 
condition is given in the following audited financial 
statements. 

¢ 


Joseph E. O’Brien 
Executive Vice-President 


CONSOLIDATED STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31, 1978 


(with comparative figures for 1977) 


Revenue: 
Premiums earned from (note 1(c)) - 
Current year’s policies 
Prior years’ policies 
Terminated policies 


Investment income (note 1(e)) - 
Interest 
Dividends 


Total revenue 


Expenses: 
Net claims expense (notes 1(f) and 2) 
General and administrative 
Amortization of policy acquisition costs 
(note 1(d)) 


Total expense 


Income before income taxes and gain 
on sale of shares 


Income taxes (including deferred taxes of 
$1,160,546; $476,000 in 1977) 


Net income for the year before gain on 
sale of shares 


Gain (loss) on sale of shares (net of income 
taxes of $197,057; $19,785 in 1977) 


Net income for the year 


Earnings per common share based on average 
shares outstanding during the year of 25,076,054 


(1977 - 14,278,996; 1977 pro forma - 
24,922,059) 


(See accompanying notes) 


1978 


$ 605,536 
3,418,463 
1,542,828 


5,566,827 


5,438,868 


1,836,194 


7,275,062 


12,841,889. 


6,925,106 
753,105 


236,070 


7,914,281 


4,927,608 


1,391,189 


3,536,419 


624,012 


($4,160,431 ) 


19/7 


$ 234,418 
1,410,783 
263,221 


1,908,422 


2,677,890 
670,673 


3 348,563 
( 5,256,985 ) 


992/958 
505,326 


110,911 


3,647,790 


1,423,815 


27 223,910 


06097195 


62,655 
—aieenan ES 


& $2,286,630 
eee 


1977 
Pro forma 
(note 1(a)) 


$ 494,971 
29975 
746,069 


3,035,015 


4,554,088 


1,244,462 


5,798,550 


9,631,565 


2,595,422 
716,719 


129214 


3,441,352 


6,190,213 


2,224,357 


3,965,856 


(292,722) 


$3,673,134 


$ Co. > $ eS $ 0.12 


INSMOR HOLDINGS LIMITED 


(Incorporated under the Canada Corporations Act) 
CONSOLIDATED BALANCE SHEET 


DECEMBER 31, 1978 
(with comparative figures at December 31, 1977) 


ASSETS 


Investments (note 1(e)): 
Cash and short-term bank deposits 
Short-term debt securities 
Bonds and debentures - 
Federal and provincial 
Municipal 
Corporate 
Preferred and common shares 
Mortgages (note 7) 


Total investments (market value $99,140,000; 
$74,360,000 in 1977) 
Accrued interest and dividends and other receivables 
Income and other taxes recoverable 
Real estate acquired on settlement of claims, at 
estimated net realizable value 
Amounts receivable on sale of real estate 
Deferred policy acquisition costs (note 1(d)) 
Sundry assets 


1978 


$ 1,376,384 
22,485,641 


37,297,285 
885,075 
4,458,333 
29,434,191 
4,470,089 


100,406,998 
1,504,370 


4,023,109 
413,982 
2,159,983 
175,191 


$108,683,633 


(See accompanying notes) 


1977 


$ 1,437,859 
6,254,001 


35,2327 20 
960,211 
3,586,251 
21,163,526 


5,260)456huNe 


73,895,024 
921,038 
218,424 


2,006,357 


ial Stes 
140,571 


$78,312,517 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Unearned premiums (notes 1(a) and 1(c)) 
Accounts payable and accrued charges 
Premiums received on account 

Income and other taxes payable 
Provision for claims (notes 1(f) and 2) 
Deferred income taxes 


Shareholders’ equity: 
Share capital (notes 3 and 6) - 
Authorized: 
1,000,000 preferred shares of $100 par value 
100,000,000 common shares without par value 
issued and outstanding: 
290,000 preferred shares 
25,076,054 common shares 
Retained earnings (note 4) 


On behalf of the Board: 
A.A. HORSFORD _ Director 


D.R. SMITH Director 


1978 


$ 37,344,086 
287,518 
903,251 
120,521 

4,347,835 
2,748,862 


45,752,073 


29,000,000 
28,350,518 
5,581,042 


62,931,560 


$108,683,633 


1977 


$30,041,962 
152,265 
288,788 


2,544,215 
1,588,316 


34,615,546 


11,000,000 
28,350,518 


4,346,453 


43,696,971 


$78,312,517 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1978 
(with comparative figures for 1977) 


1978 1977 

Retained earnings, beginning of the year $4,346,453 $3,351,473 
Net income for the year 4,160,431 2,286,630 
8,506,884 5,638,103 

Deduct: 
Dividends - common shares 1,429,335 721,650 
preferred shares 1,496,507 570,000 
2,925,842 1,291,650 
Retained earnings, end of the year $5,581,042 $4,346,453 


(See accompanying notes) 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 
INSMOR HOLDINGS LIMITED: 


We have examined the consolidated balance sheet of Insmor Holdings Limited as at December 31, 1978 
and the consolidated statements of income, retained earnings and changes in financial position for the 
year then ended. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company 
as at December 31, 1978 and the results of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Toronto, Canada, CLARKSON, GORDON & CO. 
January 24, 1979. Chartered Accountants 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1978 


(with comparative figures for 1977) 


Cash provided: 
Net income for the year including charges 
not involving an outlay of cash 
Increase in unearned premiums 
Increase in provision for claims 
Issue of shares for cash (note 2) 
Increase (decrease) in other liabilities 


Total cash provided 


Cash applied: 

Dividends paid 

Increase in real estate acquired on 
settlement of claims 

Increase in amounts receivable on sale 
of real estate 

Increase in deferred policy acquisition costs 

Increase in other assets 

Acquisition of The Sovereign Mortgage 
Insurance Company - 
Net assets acquired 
Less preferred and common shares issued 
Cash consideration 


Total cash applied 


Net increase in cash during the year 


Represented by net increase in investments 
as follows: 
Increase (decrease) in cash 
and short-term deposits 
Increase (decrease) in short-term debt 
securities : 
Increase in bonds and debentures 
Increase in preferred and common shares 
(Decrease) in mortgages 


Add investments of The Sovereign Mortgage 
Insurance Company acquired at year-end 


Total increase in investments for the year 


(See accompanying notes) 


1978 


$ 5,600,870 
7,302,124 
1,803,620 

18,000,000 
870,237 


33,576,851 


2,925,842 
2,016,752 
413,982 


1,264,950 
443,351 


7,064,877 
$26,511,974 


$ (61,475) 


16,231,640 
2,861,511 
8,270,665 

(790,367) 


26,511,974 


$26,511,974 


11 


18,787,629 


16,030,189 


1977 


$ 2,777,781 
2,867,517 
733,000 
3,157,828 
(717,627) 


8,818,499 


1,291,650 


423,000 


497,277 
371,660 


2,757,440 


5,341,027 


$ 3,477,472 


$ 89,904 


(6,378,261) 
5,473,483 
4,292,346 


3,477,472 


33,749,850 


$37,227,322 


1. Summary of significant accounting policies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


DECEMBER 31, 


(c) 


(a) Principles of consolidation - 


— 


These consolidated financial statements include the 

accounts of Insmor Holdings Limited and its insurance 
company subsidiary, Insmor Mortgage Insurance 

Company. The latter is the continuing company resulting 
from the amalgamation in 1978 of the company’s two 
insurance subsidiaries, Insmor Mortgage Insurance 
Company and The Sovereign Mortgage Insurance 

Company, the latter having been acquired by the 

company as of December 31, 1977. Since The Sovereign 
Mortgage Insurance Company was acquired at the end of 
1977, the consolidated statements of income for that year 
include only the results of Insmor Mortgage Insurance 
Company held by the company throughout 1977. For ( 
information purposes, pro forma income results for 1977 
are shown to reflect a full year’s results had The Sovereign 
Mortgage Insurance Company been acquired as of the 
beginning of 1977. 

The minority interests in the subsidiary company relating 
to shares held beneficially by the directors of the company 
are insignificant and have not been disclosed. 

The excess of assets acquired over consideration given for 
a subsidiary company in December 1977 is being 
amortized to income over ten years at the rate of $61,683 
per year. The unamortized portion at December 31, 1978 
of $555,150 has been included with unearned premiums. 


@ 


Basis of presentation - 


The insurance subsidiary reports to regulatory authorities 
following accounting practices prescribed or permitted by 
The Department of Insurance (Canada). Certain of these 
practices have been adjusted in these consolidated 
financial statements to conform with generally accepted 
accounting principles as follows: 


(i) Additional policy reserves in respect of unmatured 
policies are established by appropriations from earnings 
ona systematic basis over portions of the terms of the 
policies at rates specified by The Department of Insurance 
(Canada). 

(ii) A provision in accordance with the formula 
established by the Act is made in respect of the excess of 
the aggregate book value of certain investments over the 
aggregate of their values as determined by The 
Department of Insurance (Canada). Changes in the 
provision are reflected in the insurance subsidiary’s 
statement of retained earnings. 

(iii) Certain assets, principally the net book value of 
furniture, equipment and automobiles are not admitted 
for statutory reporting purposes and accordingly, 
provision is made to exclude them from the statutory 
balance sheet. Changes in the provision are reflected in 
the insurance subsidiary’s statement of retained earnings. 
(iv) Realized gains and losses on disposals of investments 
in bonds and debentures held for the company’s long- 
term requirements prior to the maturity date are 
recognized in the period in which the investment is sold. 


= 


— 
<S 


1978 


Premiums earned - 


Premiums written are deferred and taken into income ona 
systematic basis over the term of the policies at rates 
estimated to be substantially in proportion to the related 
risks assumed by the company, so as to properly match 
revenue with the anticipated incidence of claims. Upon 
notification of the termination of a policy by its holder 
prior to its original expiry date the balance of unearned 
premium relating to such policy is taken into income. 
The significant increase in income from terminations in 
1978 reflects the high volume of terminated policies 
reported by policyholders during the year and may not 
necessarily be indicative of the level of terminations to be 
expected in the future. 


Policy acquisition costs - 

Policy acquisition costs, including premium taxes and 
certain underwriting expenses related directly to the 
acquisition of premiums, to the extent that they exceed 
processing fees received, are deferred and amortized over 
the terms of the related premiums. 


Investments - 


Investments held to meet current obligations consist of 
cash and short-term bank deposits. 

Investments in short-term debt securities, preferred 
shares, common shares and mortgages are valued at cost. 
Investments in bonds and debentures held for the 
company’s long-term requirements are accounted for on 
the ‘deferral and amortization’’ method. Under this 
method, premiums paid or discounts allowed at the time 
of purchase of such securities are amortized over the term 
of the investment to maturity. Realized gains and losses on 
disposals prior to the maturity date are deferred and 
amortized as an adjustment to interest income over the 
period to the maturity date of the security sold. 


Provision for claims - 


Provision is made in the year for insurance losses based on 
claims received and anticipated as well as the company’s 
estimate of losses incurred but not yet reported less 
estimated recoveries from the sale of real estate. 


Net claims expense 

The net claims expense is comprised of: 
Claims paid in 1978, less actual and estimated 
recoveries from the sale of real estate acquired 


on the settlement of claims amounting to 
$4,898,941 of which $2,544,215 had been 


provided at December 31, 1977 $2,354,726 

Additional losses incurred in 1978 on 

properties acquired in prior years 222,545 

Provision for losses on claims anticipated 

or received but unpaid and the company’s 

estimate of claims incurred but not reported 

less estimated recoveries from the sale of 

real estate acquired or to be acquired on the 

settlement of these claims 4,347,835 
$6,925,106 


LLL 


3. Share capital 


(a) Authorized capital - 


UNBV> 


1978 1977 
Number Number 
Series Rate ofshares Amount of Shares | Amount 

9"% 60,000 $ 6,000,000 60,000 $ 6,000,000 
92% 50,000 5,000,000 50,000 5,000,000 
8% 80,000 8,000,000 
812% 100,000 10,000,000 

290,000 $29,000,000 110,000 $11,000,000 


ma 


a 


By Supplementary Letters Patent dated March 6, 1978 and 
April 6, 1978, 80,000 of the company’s preferred shares 
were designated as 8% cumulative, redeemable, 
retractable preferred shares Series C. By Supplementary 
Letters Patent dated November 17, 1978, the company’s 
authorized capital was increased from $75,000,000 to 
$200,000,000 by the creation of 50,000,000 additional 
common shares, the aggregate consideration for which 
shall not exceed $50,000,000 and by the creation of 750,000 
additional preferred shares each having a par value of 
$100.00 of which 100,000 were designated as 812% 
cumulative, redeemable, retractable preferred shares 
Series D. 


Issue of shares - 


On April 17, 1978 the company issued 80,000 8% 
cumulative, redeemable, retractable preferred shares 
Series C for $8,000,000 cash and on December 15, 1978 
100,000 812% cumulative, redeemable, retractable 
preferred shares Series D for $10,000,000 cash. 


Preferred shares - 


The preferred shares are issuable in series and the issued 
and outstanding shares are as follows: 


All preferred shares are cumulative as to dividends, 
redeemable at the company’s option at par, retractable at 
the holder’s option at par and subject to mandatory 
sinking fund redemptions. Redemption or retraction is 
conditional upon a similar redemption being made in the 
insurance subsidiary which redemption or retraction may 
only be made with the approval of the Superintendent of 
Insurance (Canada). Conditions for redemption or 
retraction are as follows: 


Sinking 
Redeem- fund 
Series able Retractable redemption 
A After Sept. On Oct. 1, 1981 or 3,000 shares annu- 
30, 1981 Oct. 1,1986 on notice ally commencing 
by July 1ofthesame Oct. 1, 1987. 
years. 
B After Sept. On Oct. 1, 1981 or 2,500 shares annu- 
30, 1981 Oct. 1, 1986 on notice ally commencing 
by July1lofthesame Oct. 1, 1987. 
years. 
C  AfterJune On July 1, 1983 or July 4,000 shares annu- 
30,1983 1,19880nnoticeby ally commencing 


Jan. 1 of the same July 1, 1989. 


years. 


D After Dec. On Jan. 1, 1984 or Jan. 
31, 1983 1, 1989 on notice by 
July 1 of the previous 
years. 


5,000 shares annu- 
ally commencing 
Jan. 1, 1990. 


4. Retained earnings 


Rules prescribed by The Department of Insurance (Canada) 
with respect to capital requirements for the insurance 
subsidiary and certain provisions of the Canadian and British 
Insurance Companies Act have the effect of restricting the 
amount of dividends which the subsidiary is permitted to pay 
in any year. 

Accordingly, the amount of the retained earnings available for 
dividend distribution at any time will depend on the effect of 
such rules and provisions on the subsidiary’s financial position 
at that time. 


. Statutory information 


As defined by the Canada Corporations Act, remuneration 
paid to directors and officers was as follows: 
Insmor 
Holdings Insurance 
Limited subsidiary 


Number of directors 15 9 
Aggregate remuneration as directors Nil Nil 
Number of officers 5 6 
Aggregate remuneration as officers Nil $248,000 
Number of officers who are also 

directors 3 3 


. Share options 


An option is outstanding to an officer and director of the 
company to acquire a maximum of 70,000 of the company’s 
common shares. This option, which expires in 1999, can be 
exercised in the event the shares are offered to the public, 
subject to certain restrictions and in certain other 
circumstances. The option price per share is determined at the 
time the option is exercised by dividing the number of the 
company’s issued and outstanding common shares into the 
aggregate of the capital and contributed surplus and retained 
earnings as shown on the last audited financial statements of 
the company. 


. Commitment 


The company’s insurance subsidiary is committed to purchase, 
on February 1, 1979, $8,015,042 principal amount of NHA- 
insured mortgages for $6,587,744 cash. 


. Anti-Inflation Program 


As of January 1, 1979 the company’s insurance subsidiary is no 
longer subject to the Federal Government's anti-inflation 
legislation relating to the control of prices, profit margins and 
employee compensation and, as of October 13, 1978 to the 
control of shareholder dividends. 


BOARD OF DIRECTORS 
As of February 28, 1979 


CHAIRMAN 


*ALAN A. HORSFORD, Toronto 
President and Chief Executive Officer 
Royal Insurance Company of Canada 


*W. PETER CARTER, Montreal 
Assistant General Manager 

Retail Lending & Mortgage Services 
The Royal Bank of Canada 


*GEORGE P. DIXON, Toronto 
Assistant General Manager 

Domestic Regions 

Canadian Imperial Bank of Commerce 


*JAMES E. DONAHOE, Toronto 
Vice-President 

Savings and Loans Services 

Canada Permanent Mortgage Corporation 


BERNARD J. GOYETTE, Montreal 
Senior Vice-President, Eastern Division 
The Mercantile Bank of Canada 


IAN D. MAIR, Montreal 
President for Canada 
The Prudential Assurance Company Ltd. 


DENIS MATHIEU, Montreal 
Vice-President 
Bank Canadian National 


*STANLEY F. MELLOY, Toronto 
Executive Vice-President 
IAC Limited 


MAURICE MYRAND, Montreal 
Executive Vice-President 
General Trust of Canada 


*JOSEPH E. O’BRIEN, Toronto 
Executive Vice-President 

Insmor Holdings Limited 

Insmor Mortgage Insurance Company 


*ALAN PURDY, Toronto 

Executive Vice-President 

Real Estate and Mortgages 

Royal Trust Corporation of Canada 


*DESMOND R. SMITH, Toronto 
President and Chief Executive Officer 
Insmor Holdings Limited 

Insmor Mortgage Insurance Company 


*MARSHALL G. SMITH, Winnipeg 
Vice-President 

Mortgage and Bond Investments 

The Great-West Life Assurance Company 


DOUGLAS T. WAITE, Montreal 
Vice-President, Branch Operations 
Montreal Trust Company 


GWYN E. WILLIAMS, London 
Vice-President 

Loans and Real Estate Services 
The Canada Trust Company 


*Directors of Insmor Mortgage Insurance Company 


INSMOR MORTGAGE INSURANCE COMPANY 


Suite 3304, P.O. Box 56 

Royal Trust Tower 
Toronto-Dominion Centre 
Toronto, Ontario M5K 1E7 

Tel: (416) 868-0880, Telex: 06-23482 


EXECUTIVE OFFICERS 


Chairman of the Board of Directors 
President and Chief Executive Officer 
Executive Vice-President 
Vice-President, Underwriting 
Douglas G. Peter Vice-President and Treasurer 

David E. Weston Vice-President and Secretary 


HEAD OFFICE DEPARTMENTS 


Manager, Data Processing 

Manager, Office Services 

Manager, Accounting 

Senior Construction Inspector 
Manager, Claims and Delinquencies 


Alan A. Horsford 
Desmond R. Smith 
Joseph E. O’Brien 
Douglas A. Campbell 


Haren T. Jangla 

Lucas D. Mascarenhas 
Jennie S. Soong 
Ronald R. Varley 
Kenneth J. Webb 


John H. Winterhalt 


Halifax 


Suite 604, Cogswell Tower 

Scotia Square 

Halifax, N.S. B3J 3K1 

Tel: (902) 422-7358 

Telex: 019-22790 

Manager: J. Graham MacDonald 


Moncton 

P<@O. Box 1207, 

Suite 9, 207 Robinson Street 
Moncton, N.B. E1C 8P9 


Tel: (506) 388-2003 
Telex: 014-2878 
Manager: Peter Dysart 


Quebec 


Suite 108, Royal Trust Building 
1122 St. Louis Road 

Sillery, Quebec G1S 1E6 

Tel: (418) 681-0055 

Telex: 051-3085 

Manager: Andre Pronovost 


Montreal 


Suite 1058, Sun Life Building 
1155 Metcalfe Street 

Montreal, Quebec H3B 2V6 
Tel: (514) 875-5444 

Telex: 055-60438 

Manager: Jean-Claude Towner 


Director, Underwriting 


BRANCHES 
Ottawa 


Suite 303, 60 Queen Street 
Ottawa, Ontario K1IP5Y7 
Tel: (613) 235-1426 

Telex: 053-3315 

Manager: Alphy Alongi 
Toronto 


Suite 3304, P.O. Box 56 
Royal Trust Tower 
Toronto-Dominion Centre 
Toronto, Ontario M5K 1E7 
Tel: (416) 868-0893 

Telex: 06-23482 

Manager: G. Larry.Bigelow 


London 


Suite 501, 220 Dundas Street 
London, Ontario N6A1H3 
Tel: (519) 673-0820 

Telex: 064-7162 

Manager: John G. Flett 
Winnipeg 

Suite 1011, Bestlands Building 
191 Pioneer Avenue 
Winnipeg, Manitoba 
Tel: (204) 956-2875 
Telex: 07-55561 
Manager: Thomas J. Beech 


R3C OH2 


15 


Regina 

Suite 1440, Chateau Tower 
1920 Broad Street 

Regina, Saskatchewan S4P 3V2 
Tel: (306) 569-1018 

Telex: 071-2397 

Manager: Vernon E. Peterson 
Calgary 

Suite 1218, Sun Oil Building 
500-4th Avenue S.W. 

Calgary, Alberta 1T2P 2V6 
Tel: (403) 261-7782 

Telex: 03-826540 

Manager: John W. Price 


Edmonton 


Suite 444, Royal Trust Tower 
Edmonton Centre 
Edmonton, Alberta 15J 2Z2 
Tel: (403) 425-9676 

Telex: 037-3347 

Manager: John T. Maslen 


Vancouver 

Suite 1717, Burrard Building 
1030 West Georgia Street 
Vancouver, B.C. V6E2Y3 
Tel: (604) 684-1374 

Telex: 04-54249 

Manager: C.G. Peter Ness 
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